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1936-1945," Business History Review (Summer 1985), and he is at present
working on a history of the transition from coal-based to petroleum-based
chemistry in Germany in the 1950s.

Begional.e Wirtschaftspolitik in der Kriegswirtschaft: Staat, Industrie und
Verbiinde wiihrend des Ersten Weltkrieges in Baden. By Hermann Schafer.
(Stuttgart: W. Kohlhammer Verlag, 1983. xxxii + 416 pp. DM 42.)
Reviewed by Franz Mathis
Hermann Schafer sets out to analyze the situation of manufacturing and in
particular the relationship between manufacturing and public policy in a special
region of the German Empire during the First World War. His doctoral thesis
is the first attempt of this kind concentrating on the grand duchy of Baden,
which at the time was already one of the more industrialized parts of the
country.
Schafer is principally concerned with three questions: To what extent could
and did the manufacturing enterprises in Baden participate in the production
of arms, ammunition, and other military items? Which of the firms were
affected by the policy of closing down factories that were considered superfluous for the needs of a war? What were the discussions and preparations for
the time after the war? These and many other topics are treated in a very
detailed way, including not only the development of the various branches of
manufacturing but also the destinies of a number of individual firms themselves. The same is true for the relations between private business and state
on the one hand and between the state government of Baden and the federal
government in Berlin on the other, which are broadly elaborated by citing the
countless measures that were either intended or actually realized. Thus, the
reader receives a lot of information on the fate of the manufacturing industry
in Baden during the war, yet he will learn little about the impact of these years
on the long-term industrial development of the region.

Franz Mathis is associate professor of economic and social history at the
University of Innsbruck. His numerous publications include an article on
foreign entrepreneurs and capital in Austria's industrialization process and
the question of this transfer being a model for today's developing countries (in
Zeitschrift for Unternehmensgeschichte, 1985). At present he is working on
the development of large firms in Austria and has just completed the first of
two volumes, Big Business in Austria (1987).

The Commercial Revolution in Nineteenth-Century China: The Bise of SinoWestern Mercantil.e Capitalism. By Yen-p'ing Hao. (Berkeley: University of
California Press, 1986. xv + 394 pp. Maps, tables, notes, bibliography, and
index. $37.50.)
Reviewed by Lillian M. Li
In his new book, Yen-p'ing Hao, the author of The Comprador in NineteenthCentury China: Bridge between East and West (1970), presents the results of
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years of exhaustive research in the archives of some of the leading British and
American companies trading with China in the nineteenth century-Jardine,
Matheson & Co., Butterfield & Swire, Augustine Heard & Co., Russell & Co.,
and others. Going beyond the scope of previous work on Sino-Western trade,
including his own, Hao' s research significantly deepens our collective knowledge about the era of the treaty ports. His discussions of new forms of credit
used in the China trade, the competition among traders, and the practices of
the tea and opium trades do not overturn but definitely reinforce what has
previously been known.
Not content, however, merely to elaborate familiar themes, Yen-p'ing Hao
has boldly gone on to assert that
CJ}ina's economic relations with the West gave impetus to a full-fledged mercantile capitalism that constituted a commercial revolution in the nineteenth century.
The late eighteenth century witnessed the fermentation of new mercantile activities along the Chinese coast from which emerged a new economic formation.
Between the 1820s and the 1880s, changes in market structure, in the financial
aspects of commerce, in trading centers, in shipping, and in methods of conducting business were so numerous, so pronounced, and so rapid that the total
effect seems to have been revolutionary (p. 1).

To demonstrate this proposition, Hao particularly emphasizes the expansion
of the money supply, the new forms of credit used in the treaty ports {claiming
that even opium itself served as a form of money), the expansion in the sheer
volume of trade in key commodities, and, finally, the intensified competition
among all traders, both Chinese and foreign.
While Hao' s enthusiasm and wonderment at "the rise and vitality of SinoWestern commercial capitalism" (p. 12) is somewhat infectious, his overall
interpretative framework is not strong or persuasive. In order to make a convincing case for a commercial "revolution," it seems that he must show that
the Sino-Western trade was significantly different from what preceded it, that
it had a lasting impact on developments following it, and that its impact
extended to the entire Chinese economy and was not confined to the coastal
treaty ports. In none of these does he succeed.
First, while he claims that the degree of competition among traders was
quite intense even before the 1842 Treaty of Nanking, nowhere does he really
specify what the origins of this activity were. He claims that trade flourished
in the treaty ports not so much because of Western treaty rights {after all, the
Chinese call these the "unequal treaties"), but because the negative impact of
the Chinese government was absent. This argument does not take into account
a growing body of scholarship, in both Chinese and English, that stresses the
"privatization" of some economic practices in the eighteenth century and even
earlier and the emergence of new forms of credit and financial institutions. In
another recent book covering roughly the same period, Hankow: Commerce
and Society in a Chinese City, 1796-1889 {1984), William T. Rowe argues that
such flourishing of economic activity antedated the opening of the mid-Yangtze
city as a treaty port. My point is not necessarily that Rowe is right in discrediting
the impact of foreign trade, or that Hao is wrong in giving foreign trade too
much credit. It is rather that Hao has not examined the pre-nineteenth century
economy sufficiently to make his case.
Second, evidence from his own work undercuts the idea that the nineteenthcentury foreign trade boom had a long-term impact, even along the coast.
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Although he extols the degree of open competition and pursuit of profit that
flourished at midcentury, Hao concludes his book by pointing out how speculative trade was. By the end of the century, all but two of the major Western
trading companies had failed, and, on the Chinese side, the financial panic of
1883 not only caused the bankruptcy of major entrepreneurs such as Hu Kuangyung and Hsu Jun, but also discouraged others from engaging in industrial
investments. The financial opportunities of the treaty ports had led not from
commercial capitalism to industrial capitalism, but from boom to bust. From
1883 to the end of the dynasty in 1911, he claims, industrial investment was
dominated either by the system of "government-supervision and merchantmanagement" (kuan-tu shang-pan), or else, after 1895, by the investment of
Chinese capital in the Western enterprises now permitted in the treaty ports.
Third, the author has not dealt sufficiently with the relationship between the
treaty ports and the interior of China. Certainly his view that treaty port and
hinterland were not "two worlds," as asserted in an influential work by Rhoads
Murphey of the University of Michigan, has many supporters. In one of the
most important sections of his book, Hao estimates that the vast expansion of
money supply and credit-among other factors-in the nineteenth century
helped to lower interest rates significantly to an annual rate of about 12 percent
in the treaty ports, but he also points out that interest rates in the interior,
particularly in north China, remained high all the way into the twentieth
century, at 35-50 percent or more (pp. 71, 110). These findings are of great
interest, but their true significance requires closer evaluation of the impact of
foreign trade on economic behavior in the interior, a task that cannot be
accomplished with Western sources alone.
Yen-p'ing Hao may very well be correct in all of his assertions. Perhaps there
was a nineteenth-century Sino-Western commercial revolution that had a widespread and permanent impact on the Chinese economy, even a beneficial one.
"Indeed, the balance sheet of China's economic contact with the West is not
entirely clear as to which party benefited the most," he writes (p. 355). But so
far, almost every piece of rich evidence he provides in his book could be used
in support of a totally opposite view: that Sino-Western trade produced a boomtown mentality in which a few made vast fortunes but practically everyone else
suffered, that it siphoned Chinese capital away from the interior and away from
potentially productive "native" and rural industry, and that it created a deep
economic rift between cities and countryside that had not been characteristic
of China before this time. Such assertions are the stock of both the Chinese
Nationalist and Chinese Marxist critique of Western imperialism in China, but
they have not been dealt a lethal, or even a damaging, blow by Yen-p'ing Hao' s
challenging book.

Lillian M. Li is associate professor of history at Swarthmore College. She is
the author of China's Silk Trade: Traditional Industry in the Modern World,
1842-1937 (1981). Her current work focuses on food supply and famine in
China over the last three centuries.

